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1. The PPR, having failed %o comvert the massss pollitleally, is planning to dominete
them economically., The method it has adopted to echieve this economic dletatorship
is simllar to that it esmployed golitically: a 8low, unoblrusive transformation of
the existing system so thet the people will be scawcely aware of any change, and
therefore camnot oppose it., Ths PEE plans to develop its own economic docirines
of nationalization and collectivization, at the szme time bre-ising Spolem, the
PPS? economic backbone.

2. The Party weapons in PPRis atruggle for cconomic dictatorship arve ite BP (Politbure)
and KC (Central Committee). PPR's Govermmsnt weapon is the Ministry of Industey
and Trade, headed by Hilary Minc, a PPR lender. Kine is particularly powecrful
because, as Hlnister of Industry and Trade, he not only direc.s national economy
but controls the other economic ministries of Finence, Recong:ruction, Agriculture,
and Supply.

8. Economic policies arg formulzted by ¥inc. They are then disc. ssed in the BP PPR,
sent to the USSR for concurvemce, and fimally proeulgated as Folish nationsl
policies.

4. The KC PPR plays an sdvisory pianning role in Polandts econor:’. Xt has gpecial
brenches which analyze ageicultural and industeial probileza i supply peviinent
statistical data to the BP. Analyses are based ou & variely of incoming reports
which are not available to other political rarties or even to such Uovernment
agencies as the CUP (Central Plenning Office) and the NIK ((hief Control Offize),

5. The CUP is being superseded. in its authority by the KC which ~hecks and controls
all its planning. Minister Minc is ziso stripping the CUP of power by graduelly
essuming the functions of meny CUP eectionms. The (UP nominal .y deals with the
following phases of national economy in the menmer noted:

. {2} Production: Prepares production plews for industey, ageiculture, transport-
ation, and reconstruction.

(b} Power: Investigates potential sources of power and formulates plans for ex-
ploiting them.- '
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(c) Investments: Pluns snd controls oublic investment in housing projects, '
industries, etc.

(8) Gonsuﬁption end Distribution: Prepzres and recommends plans for the reg-
ulstion of foreign and domestic trade.

(e) Cultural ond Fducetional: Suggests metiuods for reconstructing the nation's
gsocial life,

(f) Nation:l refense: Co-ordinates economic measures with nationsl defense
plans.

" (8) Statistfcalz Analyzes reporis cnd compiles stotistics on 2ll phases of
nationasl economy.

Aericuliuce

6. The BP PPR has adopted an opyressive agrarisn jolicy vhicu is designed to ruin
the peasants and compel them to dispose of their land. Land would thenm go to
the State foreing the peasants into the "kolkhoz", Farmers, nlready imjoverished
by = 107% increase in taxation over 1946, vere recently ordered by the Minister
of Agriculture to pay sowing credits. The Ministry's srevious s0licy had been
to write off sowing credits, treating them as non-returnable finsncizl aid to
var-demaged farms. The reversal of pollcy 3c & further manifestation of the EP's
determination to force collectivization on the pjeasants.

7. 1In 1946 treasury receiots from resl estote tuxés totaled 12 biliion glotys rnd
constituted the mein source of funds for villsge nd county self--governments.
The Statets jortion of these 1946 recelots was paid into the KFP? (Korunalny
Fundusz lozyczkovwo-7rpomogowy ~- Communzl Credit-Help Fund), a fund crested to
£ill gaps in self-government budgets. .
Fdd
8. A Government decree duted £ Apr 47 resoportioned the revenues veceived from real
estate taxes und directed the following distribution: Y

’

State;............,.....».............25%
County SeiffGovernmenﬁ...,............25%
Provinelsl Self-Government.i.esesecees £F .
COmMUNes.scusssecscescssssnvecaccases 5%

KFPZ--.qcn-o’.----ooo.----'oo-o.ooccov ?D%

Z8Cn(Peasunt Self-Help Union)eeceess 3%

Based on an estim ted Stzte share of six billion zlotys, total real estate tax
receipts for 1947 should reach 24 billion zlotys.

9. Eventual estsblishment of the sroposed State agency to buy sll grain would supp-
lement neavy texation as & means for forcing farmers into collectivism. 2lso
contributing to the ??R's ‘planned demoralization of furm 1ife ic the deportation of
Polish farmers from the esnst to Soviet-devastated farms in the v<st. Transferred
peagants are storving on their new, unproductive farms.

10. Fifteen men, mostly 7VY (Associsbion of Fighting Youth) members, recently left
Zabkowice to attend an egriculturzl course in Poznan. Upon com letion of their
training, the men will repluce reactionary elements in agrorian offices.

11. Many lsrge estates in Poland will probebly become "kolkaozy" imnedictely instesad
of being divided into smaller holcings.

12, During the latter helf of May 1247, Soviet suthorities made = grain-buying tour
throughout Polend, sorticulerly in the eastern )rovinces of Lublin, Kielce,
Bialystok, rnd Tarsaw. Purcheses were p2id for in counterfeit zlotys, or, as
occurred in Plonsk, were not prid for at all. In Lublin °rovincs alome ?0 million
of these sjurious rlotys have already been questioned. Many )jessants sold their
entire grain crop :né nov must buy bread. The Polish Covernment has tried to per-
suzade the peosle that the grain-buyers were W2A (Ukrainian ortissen Avmy) men in
Soviet uniforms.
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The BP 2°R »roposes to asocislize industey theongh o orogerm 3f dlannes economy.

It believes thet incustricl slanning is the only wuy to ince:rse production,
eliminate unemployment wné overproduction, cnd seve the vorinrs' closs from
2auserization #nd the nation from economic collapse. To imoiement this arogram,

the BP has followed the Soviets! examole by placing plenning groups in every in-
dugtrinl estublisiment, Adminishrutively, these groups are integrul serts of the es-
tablishments in which they operate; from = policy stondpoint, hovev:<r, they ure
organic ouets of the CUP, .

Production quotas ostensibly ere Fixed by the CUP and the BD They =re based on
the CUPts analysis of doily rejorts submitted by P2R shop coimittees in mines,
foundries, fsctoriss, etc. The LuP’s recommendutions, howevir, must be ajaroved
by special branches of tue KC, 2né the BP's ultimete decisions regarding sro-
duction wuotes are in turn influenced by USSR directives.

?roduction figures are always exvggercted. Tails factor, com ined vith the slsnmeest
failure to c-nsider the normal vear and tesr of ecuipment, l:ads to the formilotion
of unattain-ble production quotes. Industry’s greatest need is the resair or re-
2lacement of old michinery ond ecuioment. Minicter Kine has zcinovledged this
need. The Taree Year Plan is buged, to o great extent, on ¢ jrogram of increzced
impoeh wiich is expected to orovide necessary machinery. Im orts cannot be in-
creased, hovever, vithout = corresponding augmentation of ex ~rts. Ag iy steoping-
ug of exports reesusooses a reduction in domestic consumotic: , the PP is trying

to zeclimzte the jeople to lovered living standards, BRP Jec sganda cites the
necessity for self-denisl during the operztive seriod of the Three Year Plan, hut
sromises the slenned scarcities of vwoday will give way to the Jermenent abundences
ofmmnm.ItmﬂMrWMwﬁtmtwwmtmmwmsmnswwasemmmﬂ
purge, removing the veak, undesirable elements of the populsiion wnd leaving m
strong,’ sele¢ct nucleus for a regenerated Poland.

Industrial pheses of the Three Yeor Plan are designed to conform with Soviet slmns
for var production. The USSR has issues firectives for speecing Polish oroduction
of airplunes, tractors, railroud cars, ‘nd locomotives,

Fighty sercent of all industrizl output in Polend comes from the 3,575 State-
operated establishments vhich employ more thun a million rors:irs. State industries
are administered bty 14 central agencies which, in tucn, comprige 150 zssocirtions
organized sccording to tyjes of vork, The State industrizl trust also ncministers
many flour mills, sugsr fzctories, alcohol plints, ete. vhich were suosed to
become co~orer:tives,

Graft and diversion of funds nre common in =1l echelons of ir ustrinl administeation.
Funds allotted to incusteisl cgsociations for investments or *cjairs are frequently
used for Party or UB needs or diverted to Vice-Minister Szyris sersonal account.
Avron Eircienbaum, head of s Lomiies garwent factoryts sersoniel desartment, sub-
mitted fulse overtime reorts snd then ket tvo-thirds of the resultant pay. Though
arctested, he vos released immediately Lecause he was a PR me gher.

The secrecy in waich the Ministry of Industry rnnd Trade shrouds its operations
orovides excellent cover for irregulsar finuncial crectices. / very limited number
of trusted employees hove sccess to contrects, bills, ind recirds of the Minisiryts
transactions. 1In Jenuzry 1947, 193 Ministrey employees were ¢ scharged becouse they
were considered unsympathetic towzrd &dministrative graft, Forty more "dissenterst
were discharged nfter the last elections, and snother 30 in ¥ey. During the first
five months of 1947, the Miristry of Industry snd Trade vecelved revenues totaling
2% billion zlotys, of waicu only seven billion zlotys resched tie treasury. :
Folloving =re two tyoical instances of diversion of sublic furdsg

(a) [ ‘ T received 150 million zlotys 25X1
e - -

(b) On 25 May 47 the UB received 750 million rlotys.
These and simil-c transactions :re made by Vice-¥inister Szyr rith Minister Wincts

suthorization. Szyr also finznces several propeganda sublications znd o sart of
the Governm:nt press.
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Iﬁ 1946 the Polish coel industry had 2 590 million zlotys deficit. The first five
months of 1947 have siaown & 750 million zlotys deficit. These deficits occurred
because:

{a) Unsatisfactory working conditions and inferior ecuipment caused z drop in
aroduction.

(b) The USBR buys 53% of all the cozl mined, paying 70 zlotys oor ton for cosl
whicii costs 1,000 zlotys per ton to extract.

(¢) Domestic coml consumption has increésed. Yezrly allowznces for rAilroad
vorkers, for example, have eisen from 431,848 to 1,611,518 tons.

Steel Industry

21,

£3.

Polond's steel potentizl hss been increased by acquisition of the Regnined
Tereitoriest ceposits of cozl, iron ore, ceramics, =and fusible materials. The
following factors, however, have srevented full development of this potential:

(2) Meny foundries 2nd factories were heavily dameged during the war, with rolling
mills suffering most. Fight foundries were comiletely demolished. Total wer
demage to steel plants and equipment assroxims tes 8200 million prewar zlotys.

(b) Lack of cayitel preven,s repair to damsged installations, modernizztion of
eculipment, and hirving of adequate nersonnel.

{¢) Some of the best Germon-equipsed metallurgical installations h2ve been
dismantled by tle Soviets.

(J) Foundries, initially adasted to jrocessing Sovist ore, had to be reconveried
for[:::::f] ore when deliveries from the USSR 1i¢ not meterislize. 25X1

{e) Ore, scrap, and pig iron are not received in sufficient quantitics to main-
tain the steel industry at full productive copacity. Polish ore and scrap
supply only Z0% of the indusiry's totel requirements. f£lthough lsrge cuan-
tities of tanks, artillery, and other military equijment ave collected, Polrnd
is not Jermitted to use this excellent scrap material, Everything of this
type found on Polish territory is regsrded bty the USSR as Soviet property and
mst be shipped to them =zt the Polish Goverament's expense.

The PPR considers steel second only to coal as a keystone of Polish economy. The
Three Year Plan therc¢fore sccords spjeciel atiention to improvement and expansion

in 211 phases of Poland's steel industry. The Plan'’s schedule of exyenditures to
echieve the desired expansion is as folloms' (Figures ore expressed in millions

of prewar zlotys.)

Year Dopestic Foredgn Total
1946 33 12 45
1947 117 42 160
1948 135 40 17s
1949 44 28 o)
Grand Totals 299 121 450

The ambove figures do not include investments such =3 the proposed construction of
37 thousend vorkers! housing units at a cost of 199 million zlotys.

The Three Year Plan expenditures vwill be ajsortioned smong the various brinches
of the steel industry in the following ratio:

Met,llurgicel FetablishmentSescssses B5%
Manufacturing Establishments..ceeses 179
Power PlantBocoesassscscsssecssconee 10’7
Auxiliaey PlontSecececssasassoascsee 0%
mscellaneOuSoooocoouoo---c--oc-o-n- 2%

There will bevfurther aprortionment of fundés according to area. H=2lf of all planned
exsenditures, for example, will be mede in constructing four foundries in S8ilesia.
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Peiority will te given also to reconsteucting the Kielce-Czesiocuowa.region
waich possesses iron ore, notural gas, =n¢ hy’roeclectric pover. As the =rea
hes no coal dejosits, however, its steel incustry will not emoloy blast furn-ces.

Among the specific investments mentioned in the Taree Year 2len are the followning:

(a) Construction of z large steel plant on the Klodnica cznal
>roductive capzcity of one million tons of crude sheel pe
incluce a foundry incorporating the wnole >raduction cyel

(b) Construction of o new cokery with sn annuzl output of 300

Tvo old cokeries vill be scrapped.

It will h:uve a
* year, znd will

‘e

thousznd tons.

(e) Construction of tvo modern blast furnsces, each copahle o. jroducing 600 tons

Jer day.

(d) Reconsteuction and completion of six Martin furnsces end our mixers.

{e) ‘odernization of 3D rolling mills by exponsion of heating equipment; finishing
shops, electricsl fscilities, and mechsnieal furnishings.
olus reconstruction of demaged rolling mills, are expecte:l to increase

yeerly production by 742 thousand tons.

These improvements,

(f) Construction of eight modeen rolling mills vith a combines? sroductive capacity

of £15 tnousand tons per yeur.

(g) Installation of sosroximately 1470 lathes znd mechine toals in rapufacturing

shons.

The following tuble shows the increase in Polrnd's steel Jroduction exsected as
a result of Three Year Plan exjenditures. Figures reoresent %.ousands of tons.

Present Yearly

apacitv
Coke 1,100
Pig Ivon 850
Crude Steel 1,520
Rolled and Seamless Pipes ‘825
Trdught Steel 16
Cest Steel 30
Mechcnical Shops 1e
Cast Iron Pipes 49
Theel-set Plants 15
Construction Shops 15
Sheet Yetzl Construction 15
Various Manufactures 26

P1-

imed Yerrvly
Capacity
1,160
1,500
?;900
1,500

50

40

40

g0

48

75

35

42

By -the end of 1949 rolling mills =re ex.ected to have the follewing yearly oro-

duction cajacities:

Rails, Ties, Girders, =and other Heavy Profiles
Rods

Steel Tape

Tive

Steel of 211 purdoses

Heavy Steel Sheeting

Medium Steel Sheeting

Light Steel Sheeting

Seamless Pipes

Railrosad Car Vheels znd Rims

The Commission for Expansion =nd Ffficiency of the Jetallurgicrl Industey nas
wmade & study of industrisl metho's employed in tae USSR, | ]

420
510
¢
21
45
ze
32
34
109
107

Thouse. ds

25X1

.| hApproximately 60 eminent specizlists are co-operating vith the Commission
“in enalyzing veports #md oresaring recommendations for the imp =mentation of the

Three Year Plan as relsted to Poland?s steel industey.
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Industey in the Nowy Secz Disteich

29,

D

50,

31.

The Nowy Sacz district has the following m:jor industries:

(2)

(v)

(c)

()

The PKP's (Polish National Railroads) mein shops for repsiring railroad

cars and locomotives. Its employees, numbering approximntely 2,000, sre
members of the PPS and the railroad 2Z (Trade Union), both very strong and
sctive in the district. Shops are not operating at full scale because of

lack of eguipment. All equioment was moved to Stanislaw:w in 19%9 end never
returned. The Germzns re-cquipoed the shops during thel. occupation but
removed everything before evacuating the area. Some new Murnishings brought
feom[ = |Germany are not adequate for full produ:iion. 25X1

4 power plant in Roznow. Plant embloyees are not organi:ed politlczlly but
*elong to an esctive building workura’ 7Z, :

The State watering resort in Krynica. Workers at the sps are strongly PPS
and are members of the 77 of the health services.

4 brickvorks in Bleganice., Its 150 workers zre non-,artisan tut are members
of the builders' 72. Fifty percent of the tiles and bricis produced by the
plant go to the Reconstruction Committee; the balance is sold to private
customers.

& ¢ 8,

The Ministry of Industry and Tradet!s registration cards for 1047 show the following

_ break down of orivate industries:

Total Wumber of Totai Humber of
Type of Industry Establishments Torkers Fmployed
Mining 57 602
Minerzls 450 2800
Metal 431 8600
Flectrotechnical 56 500
Optical-Precision 26 300
Cherical 739 5600
Textile - 761 6200
Paper £03 3000
Polygreohic 156 2090
Leather 53 700
Timber 778 8029
Musical Instruments, Toys 61 €609
Food 8587 26039
Building 1901 17000
Otner g 2300
Total 11,635 v 86,000

Privately owned textile factories operste a totsl of 4,085 machines of vzrious
types. These include 630 hand-deiven and 560 power-driven stocking machines, 520
winding machines, and 350 plaiting machines. Aosroximately 900 tons of yarn zre
needed to sustain full sroduction ovee & three-months period. This totel re-
quirement is civided es follows:
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Moterial Tong Reoujced .
Cotton 75
Rayon 48
Combec Vool 150
Other 132
Totel 90

Srivate ojerators, however suffec from the genersl raw materials shortage nd
do not mzintsin a full production schedule. In tine Lodz area, fcr example, vhere
872 of the private textile fuetories are concentrated under the Lodz Chember of
Commerce, only 61% of raw materizls requirements are supplied. Veavers in the
arez nre producing at 40% of their full caovacity; othee types of factories, at
70%.

Privately oﬁned ciemical plants in the Lodz district operate as follows:

Percentage of 2roduction
Beoduct CRETS )
Cosmetics 43 - 52
Laundry Sosp 35 - 40
Shoe Paste 20
¥iscellaneous 23 - 40

Inadequate deliveries of coal and corl dust mey force limekilms =znd brickvorks in
the Lodz aree to shut down. Teliveries are only 257 of cemsnds.

Partisl reponsibility Zor tine difficulties confronting orivete industry can e
placed ujon the Government. The State controls the supply of raw meterials and
can immobilize any factory merely by stogping delivery. Under *inister Yinc's
guidance, an apyurent effort has been lzunched to force privete orerstors into
guild membership, make them sell their yroducts througa co-oper:tives, and jerhans
eventually seize their business estsblishments entirely. The Handiceaft Chambers
have crezted a Handiceaft Center for Supply and Sales which is to function as a
central distribution agency for both rav materials and finished jroducts. Fach
of its co-ojeratives is to have 2 capital of one million zlotys. Procducers are
fighting the project.

Irade

85,

37.

39,

The PPR regaurds trade s the "hub in whicn its greatest enemies are concentrated.”
The mein attack in its battle for sovietization is taerefore divacted against
trade - both private and co-operative. Spolem is a specific target tecnuse it is
controlled by the PPS. PPS! oprosition nas been instrumental in thwvarting the
PoPR's efforts to eliminate co-operatives and selze trade. As seizure of trade is
a precvequisite to victory in the PPR's struggle to sovietize the village sectors,
the "finishing attack on the countryside" is unlikely to occur for some time.

In spite of the Mindustry for firms" movement, the countryside his not tecome an
izportant consumer of goods. This is yzrticulwrly true of steel products. The

2Cd (State Teode Center) and the 7SCh (Peasant Self Delp Union) re responsible

for the distribution of hardvare in thc villrges, but find few c.i.stomers because
of prohibitive oroduction =né distribution costs.

Pressure and discrimination sgainst private initiative are especizlly strong in
the Recoverzd Territories. Saolam and the PCH =ell goods to ZSCh co-opervtives
et higher discounts thazn those jermitted srivate customers. Private enterprises
8lso pay & higher turnover tax than the co-operctives. PCH can -2ise its srices

‘at will, but private merchents must sell their goods at cost slu: a spyecified

profit. Price violations are detected easily because the merchs :ts'! involces and
cecords must be open for insjection.

Production for the Carpethian Vountains ares 1s so poorly planned th: t even the
limited cquentities of goods mide swvailuble =re usually offered out of season.
Cement, lime, steel sheeting, timber, and otiher building muterizls are unobtainable,
as are scythes rnnd similar agreicultural implements.

There are 16 registered coal firms in Kraxow receiving azllotment: from the Coal
Distribution Center which has been controlling distribution of =zl coal sinece
November 1946.
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The price of grain in the Nowy Secz disteict probebly will rise immessurebly zs
a result of the recent decree ordering farmers to relezse th»ir grain to the
State-controlled centers.’ The district is mounteinous ond 1 s never been self-
sustaining. Any attempt by the inhabitants to replace their meager food supply
by importing grain from other districts will be treated &s - contravention of
lav by the watchful UB.

Elpence

41.

Printing of money has declined. Even Winister Minc calls i-3jisceiminzte orinting
of money "uneconomicsl." He states further that Polish cure3ncy has increased

in strength, with all oeriodic breaks in value being cuickly controlled by the
Government. Yhen repatriction is complete and savings have oeen retuened to
Poland, there will be stricter legislation regarding foreign money. Possession
of foreign money will probably become illegal, forcing holde s to declare any
personal accumulations.

~end=
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